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Methodology

The appreciation measure presented in this report is calculated from home
sales recorded with the Maricopa County Recorder's Office between 1981 and
1987. This information has been collected by the Arizona Real Estate Center
in the College of Business, Arizona State University, from data supplied by
Marketron Services, Inc., Phoenix, Arizona.

Even though real estate recordings may contain mistakes or other
inaccurate information, they represent the most camprehensive and unbiased
source of sales transactions. The use of recordings presents various
problems: inaccurate information is not uncammon; newly built hames are not
specifically indicated; transactions other than sales, such as a non-monetary
transfer or a correction of an earlier recording, must be eliminated.

Purther, identification of specific units is frequently lacking for
condamniniums that share the same street address.

The appreciation study tracks the sales history of individual properties,
by specific address, over time. The database consists of each property that
sold more than once between 1981 and 1987 which passed the screening criteria
imposed dQue to the problems inherent in the recordings.

The screening process consists of many steps. A transaction is
eliminated if it is an esxact duplicate of a previous recording, a duplicate in
all respects except price, or if the price is less than $10,000, since these
transactions are typically re-recordings or errors. Properties recorded four |
or more times between 1981 and 1987 have been deleted, with the assumption
that they have either been re-recorded or that they are not true market

transactions. Sales recorded within three months of a prior sale have been

)

Geleted with the assurption that they may be either re-recordings or "Iix-up"



investment purchases, rather than market transactions. Finally, if a property
appreciated or depreciated more than 24 percent per year, it has been

eliminated in a further attempt to delete mistakes and non-market

transactions.

The appreciation rate for single-family homes was first calculated during
1984 for the period fram 1981 to 1983, and has been reported both quarterly
and annually since then. The townhouse/condaminium rate was first measured
for 1984; less history is provided due to the smaller mumber of sales, and the
resulting smaller database.

The median (mid-point) appreciation rate is reported throughout this
study. Use of the median rather than the mean (average) is preferred because

the mean can be heavily skewed bv a few extreme values.
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Introduction

Hame appreciation in the Phoenix area decelerated sharply during 1981 and
1982 fram the high rates of appreciation that had characterized the late
1970s. The appreciation rate for single-family homes has been relatively
stable since late 1982. However, a slight downward trend, extending through
1887, is evident.

The median appreciation rate for single-family hames declined to
approximately 2.4 percent in 1984, falling slightly fram 2.8 percent in both
1985 and 1986. Townhouses/condominiums did not appreciate during 1987; their
rate was 0.0 percent, down fram 0.7 percent in 1986 and 1.3 percent in 1985.

The continued slowing of the appreciation rate is partially explained by
continued relatively low inflation rates. Gradually, the termination of the
inflationary environment of the 1970s and early 1980s has been recognized,
with the substitution of more moderate inflationary expectations.

In addition, the nature of the appreciation measure causes it to react
slowly to changes in inflation rates. For example, even if inflation in hame
prices were to sharply accelerate during 1988, the appreciation rate would
measure much less acceleration. A home sold at the end of 1988 that
previously had scld at the end of 1981 would have experienced only one vear of
higher inflation and six years of relatively low inflation. The overall rate
of appreciation on the home would not be great between 1981 and 1988.

Appreciation is also highly affected by demand and supply conditions in
the housing market. In the late 1970s, when appreciation rates surged to
levels higher than inflation rates, housing supply cid not keep pace with the

increased demand,



Many households had increased buying power, due at least partially to the
further addition of women in the marketplace and the lender's acceptance of
dual incomes when applying for mortgage loans. The additional buying power

increased demand for housing. Material shortages, combined with the increased

demand, created long waits for new hames, as well as higher prices. The

increased demand, cambined with the new hame wait, resulted in upward pressure

on resale homes as well, increasing price levels and therefore appreciation

rates for both housing types.

Several factors have contributed to the current situation in which
appreciation rates are lower than the inflation rate. Higher hame prices in

the late 1970s and early 1980s drove affordability down, reducing demand, sO

prices were restricted from accelerating as fast as they had been. The supply

of and demand for housing became more stabilized, reducing the upward pressure

on price. Many investors dropped out of the market, at least temporarily,

waiting for higher appreciation and inflation to increase their investment

potential. The cambination of these factors has returned hame ownershir
primarily to its pre-1970s status as a "place to live" rather than as an

investment.

The pattern of appreciation of townhouses/condominiums was cifferent Irom

that of single-Zfamilv homes. In early 1984, the appreciation rate of

family rate,

townhouses/condaniniums was not that much lower than the single-

~ v 7

but by 1887 appreciation of townhouses/condominiums had dropped to zerc. Tne

townthouse/condominium market slumped badlv, particularly during 1985, with a

Cecline in the number of sales as well as in the median sales price

-
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Obviously, not all homes appreciate at the same rate. A home's value is
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partially controlled by +the owner, through maintenance, repair and
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improvement. Not controllable by the hameowner are determinants of
appreciation that are a function of the entire market, such as hame price.

Same homes inevitably decline in value, for a number of reasons. Many
factors may contribute to a loss in price from one sale to the next, such as
foreclosure sales; selling the hame under "emergency" conditions, such as
death, divorce or financial difficulties; originally purchasing the hame for a
price greater than the home's value; neighborhood detericration or hame
deterioration.

Of all the 30,336 single-family homes selling more than once between 1981
and 1987 used in calculating the appreciation rate, sales prices increased on
75 percent; 21 percent declined. In contrast, only 57 percent of the 2,724
townhouses/condaminiums that were used to calculate the appreciation rate from
1981-87 increased in price; 39 percent lost value. Only 48 percent of

townhouses sold in 1987 appreciated.




Corparison to Other Measures of Inflation

Between 1983 and 1987, the appreciation rate did not keep up with the
rate of inflation rate in consumer prices (see Table 1). 1In a stable
environment, the two measures should be approximately egqual over a period of a
few years, though the appreciation rate would be expected to slightly lag
changes in the general inflation rate.

While the median sales price of hames sold increased more rapidly than
the appreciation and inflation rates between 1983 and 1987, most of the
difference resulted from the increasing size of the typical home sold. For
example, the median sales price per-square-foot of existing single-family
hames rose slightly less than the inflation rate and slightly more than the
appreciation rate of existing single-family homes.

The overall inflation rate is only an indication of the expected future
trend in appreciation. Housing prices are themselves a camponent of
inflation, thereby facilitating its movement, while other items included in
the inflation rate have less than full impact on appreciation. For example,

the 1.4 percent inflation rate in 1986 was considerably lower than the

=

long-term average rate, due to dramatic declines in cil prices. However, only

a porticn of the drop in the inflation rate would be expected to show up in

Py
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TABLE 1
INFLATION MEASURES
Percent Change Per Year*

1983 1984 1985 1986 1987  1983-1887

Total*

Metropolitan Phoenix Consumer

Price Index . . . . .« v . 1.6 5.8 5.0 1.3 4.1 19.0
U.S. Consumer Price Index . 3.2 4,3 3.6 1.9 3.7 17.8
Phoenix Area
All single~family homes:

XAppreciation rate . . . . . . . . . . 3.6 3.2 2.9 2.8 2.5 15.9

Median sales price. . . . . . . . . . 4.8 6.3 4.0 6.0 4.8  28.7
New single-family hames:

Appreciation rate . . . . . . o o . o 5.7 4.7 4.8 4,2 3.7 25.3

Median sales price. . . . o s s s 6.0 9.9 8.1 7.4 7.2 45,0
Existing single-family homas

Aoprecietion rate . . . . . . . . . . 2.9 2.7 2.6 2.4 2.1 13.4

Median sales price. . . . + . . . . . 4.6 4.8 3.2 6.1 4,5 25.4

Median sales price per-sguare-foot. 2.9 3.0 2.2 3.5 2.4 14.8
All townhouses and condominiums:

Appreciationrate « . « . . . . . . . NA NA 1.3 0.7 0.1 NA

Median sales price. . . . . 1.8 8.8 1.0 3.5 -2.1 13.4
Existing townhouses and condamln‘ums

Appreciationrate . . . . . . . . . . NA NA 1.5 1.1 0.2 NA

Median sales price. .« « + « « .« . . . 2.9 3.3 -1.6 3.1 -0.6 7.2

Median sales price psr-square-foot. 3.3 2.5 -1.4 4.3 7.4 16.0

*Calculated at a cuarterly campound rate. Appreciation rates in this table may differ
slightly from those in the rest of the report due to the different method of campounding.

N2: Not available due to insufficient number of sales
S.

Source: Arizona Real Estate Center, College of Business, Arizona State Universitv. U.
Consumer Price Index is from the U.S. Department of Labor, Bureau of Lapor Statistics.
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By Quarter of First Sale

During much of 1981-87, the rate of appreciation for single-family hames
was relatively stable near 0.7 percent per quarter, regardless of when the
hame first sold during this period. Two exceptions, however, are obvious from
Table 2:

° Homes that first sold during the 1981-82 recession had the lowest

appreciation rates.

° The highest appreciation rate occurred for hames first sold in
mid-1986. In this case, the time of the first sale is not significant.
Instead, the correlation is with the elapsed time between sales (see
page 10).

Little pattern exists in appreciation of townhouses/condaminiums. The

second half of the time period is not available because of the relatively few

number of properties that sold more than once within one-to-two years.




TABLE 2

MEDIAN RATE OF METRO PHOENIX HQME A{PRBCIATICN
By Quarter of First Sale
Percent Change Per Year

Single- Townhouse/ Single-
family Condaminium family
1981 I 3.0% 1.6% 1985 I 2.8%
II 2.5 0.3 II 3.0
11T 2.3 0.6 111 3.6
v 2.2 1.2 v 3.9
1982 I 2.2 1.7 1986 I 3.3
II 2.0 0.9 II 4.4
I1T 2.4 1.0 III 4.1
v 3.0 1.2 v 4.1
1983 I 3.4 1.2 1987 I 3.4
iI 3.0 0.8 Iz *
IiT 2.9 0.2 Il *
v 2.9 0.4 iy *
1984 I 2.8 0.0 TOTAL 2.8
I 2.4 0.0
Iz 2.8 0.0
v 2.7 0.7
lés an examole, 1f a propsriy sold in 1881, 1984 an
rate on the period from 1981 to 1987 is shown in 1881.

~—rs

*Insufficient number of sal

2 v =7 Toeo-- = ] s v =
Source: Arizona Real Istate Center, Collece of Business, Zxizona

Universi=v,

es.

-

Tovmhouse/

Condominium

*

¢.9

d 1987, the eppreciation




By Quarter of Subsequent Sale

The appreciation rate for single-family homes has been nearly stable
since its sharp deceleration during 1981 and 1982 from the high rates in the
late 1970s. However, a slight downward trend is evident (see Table 3).

Townhouses and condominiums followed the same downward trend, but the
decrease was more dramatic than for single-family homes. Between 1984 and
1987, appreciation rates for single-family homes decreased slightly from 3.1
percent to 2.4 percent per year. Townhouse rates fell from 2.4 percent per

year to zero.



TABLE 3
MEDIAN RATE OF METRO PHOENIX HQEEAAPP§ECIATION
Bv Quarter of Subsequent Sale
Percent Change Per Year

Single- Townhouse/ Single- Tovmhouse/
family Condaminium family Condaminium
1981 v 6.0% * 1985 I 2.8% 1.2%
II 2.9 1.1
1982 I 4.8 * III 3.0 0.6
II 4.0 * v 2.7 0.8
III 4.8 *
v 3.2 * 1986 I 2.6 0.7
II 2.7 0.8
1983 I 3.6 * III 2.8 0.2
II 3.2 * v 2.4 0.3
I1T 3.2 *
v 3.2 * 1887 I 2.4 0.2
I 2.6 0.0
1984 I 3.2 2.4 III 2.6 c.0
II 3.2 2.4 T 2.2 -0.3
I1T 3.2 1.6
v 2.8 1.6 TOTAL 2.8 0.8

1 . . s . -
As an example, 1f a hame scld in the fourth quarters of 1981, 1984 and 1987,
the eppreciation rate fram 1881-1984 is shown in fourth quarter 1984, and the
rate IZor 1981-1987 is shown in fourth cuarter 1987.

'_.J
(0
n

- L ) \ -
FinsulIZiciant numder oI sa

- - T d oy . ~ "= = T - S - -
Source: &Axizona Real Estate Center, College of Business, Arizona S:tate

niversity.
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By Number of Elapsed Quarters Between Sales

Single-family hames recorded the highest rate of appreciation per quarter
when the property was resold approximately three-to-five quarters later (see
Table 4). tes were more erratic for townhouses/condominiums, but properties
held for shorter periods of time had the highest appreciation rates. The
explanation for this phenomenon is probably similar to the reasons for new
homes apparently appreciating more rapidly than existing homes (see page 15).
After the purchase, repair and inprovement work is fregquently performed cn a
resale hame, raising its value. The gain in value is a one-time phenaomenon,
however, and may merely represent recovery of the cost of the repairs/
improvements.

Because of the one-time nature cf the increase in value, its impact
dissipates over time when measured by a rate per quarter. Thus, the greater
the number of elapsed quarters between sales, the lower the appreciation rate

per quarter, especially for townhouses/condominiums.




TABLE 4
MEDIAN RATE OF METRO PHOENIX HOME APPRECIATI
By Number of Elapsed Quarters Between Sales
Percent Change Per Year, 1981-87

Number Single- Townhouse/ Number Single-~  Townhouse/
of Quarters family Condominium of Quarters family Condominium

2 1.287 3.08 15 2.6% 0.0

3 4.1 2.3 16 2.4 0.0

4 4.6 3.8 17 2.2 0.3

5 4.0 2.0 18 2.3 0.5
6 3.8 2.9 19 2.4 *
7 3.6 1.6 20 2.4 *
8 3.2 1.4 21 1.9 *
9 3.2 1.4 22 2.2 *
10 2.8 0.3 23 2.0 *
11 2.7 0.9 24 2.2 *
12 2.6 0.8 25 2.0 *
13 2.5 1.2 26 2.2 *
14 2.6 -0.4 27 1.7 *

TOTATL 2.8 0.8

.
"The mean rate, 3.1 percent, was sharply higher than the median, indicating

wide dispersion in the increase in price during such a short span of time.
*Insufficient number of szles.

4 o 19 < 4 Zoams =
Source: 2Zxizona Peal Istate Center, College of Business, Zyizonz S

L LD

University,



Ry Price Range

The strongest influence on the rate of appreciation is home price. Both
new and resale single-family homes that sold for more than $100,000
appreciated more than twice as fast as homes that sold for less than $60,000
(see Tables 5 and 6). Resale single-family homes priced less than $40,000
experienced no appreciation. Townhouses/condominiums selling for more than
560,000 appreciated at approximately 1.5 to 2.0 per year percent, less than
the comparable rate for single-family homes. Townhomes selling for less than
£50,000 either remained constant in value or depreciated.

The wide differential in the appreciation rates of townhouses/
condominiums and single-family homes is partially explained by lower
townhouse/condaminium prices. Other factors, however, such as relatively low
demand for townhomes, more fully explain the difference.

The positive relationship between appreciation and price holds after
adjusting the sales price for home size. rom 1881-87, single-Zfamily homes
that sold for more than the median price per-scuare-foot amount of $54
apprecizted 4.0 percent per vear, campared to a rate of 2.4 percent per vear
for less expensive homes.

A closer look at the relationship between single-Zamily home prices and
appreciation reveals that new homes priced between $110,000 and $120,000 had
the psak rate cof egppreciation. For resale homes, the appreciation rate
stabilized at just under 4.0 percent per vear for homes that sold for more

than §$100,000.

[
3]




TABLE 5
MEDIAN RATE OF METRO PHOENIX HQME APPRECIATION
By Price Range
Percent Change Per Year, 1981-87

Single-family Townhouse/Condcominium

tal New Resale Total
Less than $40,000 0.0% * 0.0% -3.1%
$40,000 - 49,999 1.1 2.1 1.0 -0.4
$50,000 - 59,999 2.0 1.9 2.1 0.1
$60,000 - 69,999 2.3 2.5 2.2 1.2
$70,000 - 79,999 2.7 3.4 2.6 2.1
$80,000 - 89,999 3.0 4.1 2.7 1.7
$90,000 - 99,999 3.2 4.3 2.8 1.6
$100,000 - 108,998 4.0 5.7 3.4 *
$110,000 - 119,999 4.4 £.2 3.8 *
$120,000 - 149,999 3.9 5.2 3.5 2.1
$150,000 or more 3.9 5.5 3.8 2.4
TOTAL 2.8 3.9 2.3 c.9

*Insufficient numbers of sales.

Source: Arizona Real Estate Center, College of Business, Arizona State



TABLE 6
MEDIAN RATE OF METRO PHOENIX HQME APPRBCIATIOIE‘
By Quarter of Subsequent Sale and Price Range
Percent Change Per Year, Single-family Only, 1981-87

Less Than $60,000 to $100,000

$60,000 $99,999 or more
1982 I * * *
II * 3.2 *
IIT * 5.8 >
v 1.4 3.9 *

*

1983 I

—
H
o O
LA e )
Ul U oy
S U U
e e
wn Gy 0

~N YO o
w W ww
e ¢ e »

1984 I 1.8 3.4 3.8
II 2.6 3.2 3.9

III 2.3 3.3 5.1

v 1.6 3.0 5.0

1885 I 1.7 2.8 5.4
II 1.6 2.8 5.1

III 1.6 2.8 4.7

v 1.2 2.7 4.4

1986 I 1.3 2.8 3.7
i 2.0 2.7 3.4

Iz 1.6 2.8 3.7

v 1.2 2.4 3.8

1887 I 1.4 2.4 3.6
Iz 1.0 2.6 3.8

III 1.3 2.3 3.8

v 0.4 2.2 3.5

TOIAL i.6 2.7 4.0

;

Zs an example, 1f a home sold in the fourth cuarters of 1981, 1984 and 1887,
the rate bestween 1981-1984 is shown in fourth cuarter 1984, and the rate for
1981-1987 is shown in fourth cuarier 1987, each in the price range cf the
second sale.

*Insufficient number of sales

[ R n . b P e o : ~
Source: Zrizona Real Zstate Center, Col

Lniversityv.,




New vs. Resale Homes

New hames, defined as those originally built and later resold between
1981 and 1987, appreciated significantly faster than resale homes (see Table
7). This relationship applied to both single-family homes and townhouses/
condaminiums, for all time periods and all price ranges (see Table 8).

The more rapid appreciation of new homes is largely illusory, however,
The higher rate - nearly double that of resale homes - lasted only until the
first resale of the home. At least a portion of the gain reflects additional
expenses that most buyers of new homes incur in making improvements, such as
landscaping, which add to the value of the property. Further, new homes
generally are more expensive than resale homes, even on a price-per-square-
foot basis. Thus, new homes appreciate faster mainly because of improvements
and significantly higher prices.

In contrast to single-family hames, new townhouses/condominiims
appreciated only slightly faster than resales. The smaller differential
corresponds to a smaller price difference between new and existing townhouses/

condominiums.

'.J
(92}



TABLE 7
MFDIAN RATE OF METRO PHOENIX HOME APPRECIATION
By Quarter of Subsequent Sale and New vs. Resale
Percent Change Per Year

Single-family Townhouse /Condominium
New Resale Resale

% *

w
w

1981 v *

1982 I * 4.4 *
II * 3.5 *

III * 3.9 *

v * 2.8 *

1983 I 6.1 2.4 *
II 4.2 2.4 *

III 5.1 2.4 *

v 4.4 2.8 *

*

1984 I

ITI

Do to N
PR

.
> 00 co Ut
= o
v .
~J s s

19885 I 4.3
II 4.2
IIT 4.5
4.2

DR
. .
O b b
OO -
PR
oo oY U1 )

1986 I 3.9 2.2 1.2
Ir 3.8 2.3 1.0
I1I 3.8 2.4 0.2
iy 3.7 2.0 0.4

3
3
II1 3.
3

OO0

W= O O

v

[ SN SO IE NG I8 (]

MO

Tis an examle, if a hame sold in the Zourth ¢ rs S

the rate Ifor 198i-1984 is shown in fourth cuarter 1884, and the
A . : - - , I BT .
1881-1987 is shown in fourth quaster 1987, each in the pric

second sale.

i SEEL + i £ a= Toats P . P oA - ke +
*InsuZiicient number of szles. Naw townhouse/condominiums had an ‘nsuilicient
0y v = -1 - ~d -“— < hal - < - — — .
mubey for all periods; their 1981-87 aporeciztion rate was 0.9 percent.

- Ty -~ Tme=T Toead — T s - “ o o~ T nmn - Qe m
Source: Arizona Real Isizte Center, College of Business, Zrizona State

-

University.
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TABLE 8
MEDIAN RATE OF METRO PHOENIX IHOQME APPRECIATION 7
By Quarter of Subsequent Sale, Price Range and New vs. Resale
Percent Change Per Year, Single-family Only

Resale New
ILess Than $60,000 to $100,000 $60,000 to $100,000
$60,000 $99,999 or more $99,998 or more

* * *

1982  III * 3
l * * *

4
v 1.5 3.

.

1983 I 1.4 3.0 * * *
II 0.0 2.9 * * *

III 1.5 2.9 4.6 5.2 *

v 1.6 3.1 3.8 4.3 *

1984 I 1.7 2.7 3.2 5.9 *
I 2.6 2.8 3.4 4.6 *

ITT 2.3 2.8 3.5 4.7 *

v 1.2 2.4 3.1 4.5 *

*

1985 I

L] .

O Oy N W
[NS RN P I N
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o0 O o Wn
b b W
« s s .
YN O
oy O )
« e e
O W b

H

H
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1986 I 1.2 2.3 2.8 3.8 5.4
II 1.9 2.4 2.6 3.6 5.2

Iz 1.5 2.5 2.9 3.4 5.8

v 1.2 2.0 3.0 3.5 5.2

1987 I

> O Wn
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ks an exanple, 1f a home sold in the fourth cuarters of 1981, 1984 and 1987,
e

the rate for 1981-1984 is shown in fourth cuarter 1984, and the rate for

1981-1887 is shown in fourth cquarter 1987, each in the price range of the
second sale
*Insuificient number of sales. Insufficient nimber in all subcategeories prior

O third gquarter 1982 and all time periods for new homes priced less than
$60,000. The 1981-87 apprecistion rate Zor the latter catecorv was 1.84

percent per vear.

S T S = T Tode e o — T e~ = “o Xy -
Source: Arizona keal Zstate Ceanter, Colliege of Business, Arizona Stat

Universitv.
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By City

Housing appreciation rates vary by city throughout the Vallev. While the
median rate fram 1981-87 for single-Zfamily homes in the overall metropolitan
area was 2.8 percent, the rate in Valley cities ranged fram 2.4 percent to 9.1
percent.

Census tracts from 1980 were cambined to form city boundaries;
unfortunately, not all tracts coincide exactly with these boundaries. For
example, a small portion of Peoria is included in a tract which is primarily
Sun City. In same areas where growth has increased dramatically in recent
years (such as Gilbert and Chandler), the old tracts may include portions of
these areas with bordering cities (such as Mesa).

In many areas of recent growth, an insufficient number of properties have
sold more than once during the time under study to produce reliable amnual
rates. However, the number of sales in many of these areas is large enough to
produce an overall 1981-87 rate. Exanples of these smaller areas include
Fountain Hills, Gilbert, and Paradise Vallev; each of these areas appreciated
faster than the metro median of 2.8 percent between 1981 and 1987, but the

-

small number of sales recduces the relisbility of their annual rates.

Zven though eppreciation retes varied by city, the rance was small.
In 1887, rates varied from 2.1 percent to 3.3 parcent in all the larger zreas
except Sun City West, where the rate wes 2.0 percent. Chandler, Mesa, Pecria

and Scotisdzle z2ll had rates somewhat hicher than the coverzll mediazn of 2.
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rates fram 1981-87 occurred in Sun City West, Fountain Hills, Gilbert, and
Paradise Valley, all areas with high concentrations of new and/or expensive
homes. The lowest rates occurred in Glendale, Phoenix, Sun City and Tempe,
areas with lower proportions of new and/or expensive hames.

All of the larger cities followed the pattern of declining rates between
1981 and 1987. Rates were higher than the metro median each vear in Chandler,

Mesa, Peoria and Sun City West.
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TABLE 9

MEDIAN RATE OF METRO PHOENIX HOME APPRECIATION
By City

Percent Change Per Year, Single-family Only

City 1981-83% 1984 1985 1986 1987

Chandler. . « « « « « « .+ . 4.3 4.6 4.3 3.6 3.3
Fountain Hills. . . . . . . . * * * * *

Gilbert + & v v v v v v v . . ¥ * * * *

2.1

]
.
W

Glendale. . v + v « « o« +» . 3.7 3.2 2.4
MESE. & v & o v o o o o« « « 3.6 3.2 3.4 2.8 3.1
Paradise Valley . . . . . . . * * * * *

PEOYi8: ¢« « « o o o o o o« & o % 4,3 3.3 3.6 2.9

o
—

Phoenix . « « « » « « +« « « .3.0 2.8 2.4 2.4
Scottsdele. . + . . . . . . 3.2 3.2 3.6 2.8 2.9

SUN City. o v v v v v v w L ¥ 5.7 3.6 2.5 2.1

Sun City West . . . . . . . . * * 10.5 8.9 8.0
=1 B 2.0 2.8 2.6 2.1
TOTAL, METROPCLITAN PHOENIX 3.4 3.1 2.9 2.6 2.4
lMedian percent change for each vear within rance.

Source: ZIZrizona Real Estate Center, Collegs of Business, Zrizona State
University.
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By Geographic District

District comparison may be used as an alternative to city comparison.

The benefit is evident primarily in extremely large cities, such as Phoenix,
where various areas within the city may be vastly different. When district
designations were originally determined, an attempt was made to group "like"
areas to the extent possible, while considering the requirement for a minimmm
number of resales in each area. Since all parts of Maricopa County are
included, the outer districts, such as North Scottsdale and Sun City West,
include transactions in the rural areas of the county as well as the primary
area covered by the district (see Figure 1).

Between 1981 and 1987, appreciation in most districts was either
relatively stable or it declined modestly, similar to the slight deceleration
measured Valleywide. The rate was erratic from vear to vear in several
districts, largely the result of few homes reselling.

The 1987 rate ranged between 1.5 percent and 3.9 percent in all districts
except Sun City West. For the period from 1981 to 1987, rates varied from 1.7
to 3.7 percent in all areas except Sun City West. While the 1981-87 rate in a

number of districts differed significantly from the metro totzl in a

se (se=

statistical sense, the difference was usually slicht in a practicel sen

eviation in district appreciation rates can bes explained by
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orice and the proportion of new homes. Higher-priced homes appreciated
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consigeraosy raster than lower-priced homes in all Gistricts except norsh Mesa

comrmanity of Sun City (see Table 11). Rates were hicher
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I0r new nomes than Zor resale homes in all district (see Table 12).
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The highest rates occurred in the newer, more expensive districts of
North Scottsdale and Chandler/Gilbert and in the retirement areas of Sun City
West and East Mesa. The lowest rates were measured in the older and/or less
expensive areas of Phoenix, including Maryvale, Christown and Metrocenter.

Home values appreciated faster than the metro median in the districts of
Sun City West, North Scottsdale, East Mesa and Chandler/Gilbert. The most
significant downward trends occurred in Sun City and the Western Suburbs.
Rates in Sun City fell from the third-highest overall in 1981-83 to slightly
greater than the metro median in 1987. The Western Suburbs, which had been
fifth-highest, dropped to below the metro median in 1987.

In 1987, haome appreciation kept up with the Valley's 4.1 percent rate of
inflation only in the district of Sun City West. All other districts recorded

appreciation less than inflation.

189
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TABLE 10
MEDIAN RATE OF METRO PHOENIX HOME APPRECIATION
By Geographic District
Percent Change Per Year, Single-family Only

1

District 1981-83~ 1984 1985 1986 1987

981-87

North Scottsdale .

South Scottsdale .

Paradise Valley. .

North Sunnyslooe/Moon Valley .

Northwest Phoenix. . .

Metrocenter,

Sun Cltv/Youngtown/Peorla

Glendale .

Christown.

North Central Pnoangz

East Camslback .

East Central Phoenix .

Mid-town Phoenix .

West Central Phoenix .

‘aryvale . . .

Dcwntown/South Cen:ral Dnoenlh .

uth Phosnix/Ahwatukee.

North Tenpe.
South Tenpe.

North Mesa .

South Mesa .

Fast Mesa. .

ChaDQ‘DV/C _Dert .

Western Suburbs.

Deer Valley. .

Sun City Wﬂs;/Rural N*Vﬂcooa Co

IN
1s
2
3
4N

.

.

.

QWU O WAMAO-JOWUIO-JOOK W

3

OWOUWUM-JTOHUTYIOWILO-JWEHUISEODOTWNDULTUTUL O

.

15

16N-
168-
17N-
175~
18 -
18 -
20 -
21 -

.
.

.
.

.

Oyalx > O x> W W W WL O MR R R D L W RN W
Ps e s e 4 4 s 2 s s s % 2 s e s s 4 s e s e o s
WO B ~TOhOOOOWOO-ITWNOWULWBIW--JN\W WO N
. .

CCONAOAOONWWODOANNODUVNMNOOHFNMNCEODWONIOOWL
WORNWEWWNRNWR O NN WD WD N WRN

. . . . . L] . L] . L3 . . . . L]
ST WWLWNDWODWWINDRH DWW NDWENDWRENDNDD D W
s ¢ e e & 2 e e 2 e s+ e 5 s e & & s+ & s e 2 e
OLWUIOYE TN UGS S OB OO WO O & WO
SN R WWRDNDPODNDOD WD WRHNDDRDE DD RN D WD W

. e P . P P TR . . .

O NN WWWRNNO B W N WS WLWTOMN UL P S W
e 6 e e 2 s 2 s » & e s s 4 & s e e PO .« e

- +
22W- . .
. - I -

TCT2L, METRCPOLITAN PHCOENIX 3.4 3.1 2.9 2.6 2.4

1. .. - .

Median percent change Zor each vear within range.
+ - - R - s : = 4 1 -

The mean associated wi this median is significantlv higher than the mean

P =1 = o - Y} 9 - : PN

for all o= me;-opo_ltcn Pnoen;x, tested at the .01 level of statistical
I
- -~ = S ] - < P Y iy | .'-'H-\ -« e =
The mean associated with this median is significantlyv lower than the msan Zor
all of metropolitan Phoenix, tesied at The .01 level of statistical signiiican
Source: Zrizona Real Estate Center, College of Business, 2rizona State Univers
. > - ~ 3 p— . L B 3 ¥ . ; RS T T3 - [l Jvr
District cesignations are coovrichted by the Phoenix Metrcopolitan Hovsing Stucy
Committes
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TABLE 11
MEDIAN RATE OF METRO PHOENIX HOQME APPRECIATION
By Geographic District and Price Range
Percent Change Per Year, 1981-87, Single-family Only

Iess Than $60,000 to More Than

District $60,000 $100,000 $100,000
IN - North Scottsdale . . . . .. . . . * 4.8% 3.6%
18 - South Scottsdale . . . . . . . . . * 2.4 3.9
2 - Paradise Valley. . . . . . . . * 2.7 3.8
3 - North Sunnyslope/Moon Valley . 1.2 2.5 3.4
4N - Northwest Phoenix. . . . . . 0.2 2.2 4.8
4S -~ Metrocenter. . . . . 1.0 2.1 *
5 = Sun Cltv/Youngtown/Deorla 3.4 3.3 3.9
6 - Glendale . e e e e e 1.5 2.3 3.0
7 =~ Christown. 1.4 2.2 *
8 =~ North Central Phoanlz * 3.0 3.8
8 = East Camelback . . e e e . * 3.1 *
10 - East Central Phoen_ e e e e . 2.5 2.8 *
11 - Mid=-town Phoenix . . . . . . . . 1.6 4.2 *
12 - VWest Central Phoenix . . . . . . . 2.6 * *
13 - Marvvale . . . 1.2 2.9 *
14 - Downtown/South Cen val Pnoen‘x . . 2.8 * *
15 - South Phoanist. & v v v v v o o v . 3.0 3.4 4.5
16N- North Temo2, &« v o & ¢ & &0 v o o . * 2.7 *
16S— South TemDd2. v v o v 4 & o o o o+ * 2.3 2.8
I7N-North Mesa . . . . v . v v v v . . 2.6 3.2 2.4
178- South MESa .+ v v v v 4 v v o o w0 2.0 2.8 4,2
18 - East Mesa. . . o e e e e e e e . 2.8 3.6 6.8
18 - Chandle /;lﬁbert e e e e e e e e . 2.9 3.5 5.4
20 - Western Suburb e e e e e e e . 0.6 2.6 *
21 - Deer Vellev. . . . . 1.0 2.5 3.8
226~ Sun City Les;/xural bﬁalcopa Ce. * 7.0 10.3
TOTAL, METROPOLITAN PHOENIX 1.6 2.7 4.0
#Insuificient number of szales.

Source: ZArizona Real Zstate Center, College of Business, Zrizona Staze
University. D’Str’Ct designations are copvrighted by the Phosnix
Metropolitan Housing Study Committes
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w



TABLE 12

MEDIAN RATE OF METRO PHOENIX HQME APPRECIATION

By Geographic Distr

Percent Change Per Year,

District

IN - North Scottsdale . . . . . . . .
18 - South Scottsdale . . e e
2 - Paradise Valley. . . . . . . . .
3 - North Sunnyslope/Moon Vallev . .
4N - Northwest Phoenix. . . . .« . . .
4S - Metrocenter. . . . . . . . . . .
5 - Sun City/Youngtown/Peoria. .

6 —GCGlendale . . . . . + « . .

7 - Christown. . . . e e e e e
8 - North Central Phoenly . e e e
9 - Bast Camelback . . . . . . . .
10 - East Central Phoenix . . . . . .
11 - Mid-=town Phoerndx . . . . . . . .
12 - West Central Phosnix . . « . . .
13 -Maryvale . . . . o 0 . . ...
14 - Downtown/South Central Phoenix .
15 = South Phoenix. . . « « « « « « .
16N= North Temoe. « v v ¢ o o o o =
16S5- South Temoe., & v & v @ v o o v &
17— North MBSa8 v ¢ v v o o o o o
178- South Mesa . « + « « o « « =

18 - East Mesza. . . e e e e e e e
19 - Chandle*/blloert e e e e .

20 - Western SUDUYDS. v o v e - . . .
21 = Deer Valley. . . « v « o« « + « .
22vi- Sun City West/Rural Maricopa Co.

ict and New vs, Resale

1981-87, Single-family Only

New

. . . . . .
. *
. *
*
- . *
*
e s = *
.. . .. 2.3
. *
. e e e e s 3.8
*

.
O ON WO

=
it N I US I SN SN S N O
. . .

w
.
L0

*Insufficient number of sales.
Source: Zrizcona Rezl Estate Center, College of Business, 2x1
University. District designations are cooyrignted by the Pn

Metropolitan Housing Study Committee.

Resale

.

. .

.

. .
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Camparison of Townhomes to Single-family Homes

The small number of townhouses/condominiums that sold more than once
prevented using a geographic division with the same amount of detail as that
for single~family homes. Except in the West Valley, where townhouse sales
occurred primarily in Sun City West, the appreciation rate for townhouses
between 1981-87 was less than that for single-family homes (see Table 13).

The geographic pattern was similar for townhomes and single-family homes, with
the highest rates in the new and/or more expensive areas and in retirement
cammunities. The lowest rates, including depreciation of townhouses/

condominiums, occurred in the north and west areas of Phoenix,



TABLE 13
COMPARISON OF TOWNHOUSE/CONDMINIUM TO
SINGLE-FAMILY HQME APPRECIATION
By Combined Geographic District
Median Percent Change Per Year, 1981-87

Single~ Townhouse/
District familv  Condominium

IN, 2 - North Scottsdale/Paradise Valley . . . . 3.5 1.4
18 - South Scottsdale . . . . . . .« <« o .. 2.5 0.8

North Central PhoeniX. . « « « o « o « & 2.6 -0.5

(0%
~
(e8]
i

4N, 48 - Northwest Phoenix. . . . . « + « « « . . 2.3 -0.2
5 - Sun City/Youngtown/Peoria. . . . . . . . 3.4 1.3

Glendale . v v v v v i e e e e e e e e s 2.2 0.4

(@)}
I

(]

7, 12, 13- West PRo2niX . o v v ¢ & 4 e e e e e e o 1.8 -0.5

8, 10, 11

14, 15 - East Central and South Phoenix . . . . . 3.2 0.6
16N, 16S = TEMD2: & v o v o = o o o o = o o o+ s = 2.5 0.2
178, 178

18, 19 = Southeast Valley . . . . + « .« « « « « & 3.3 2.3
20, 22W ~-West Vallev. . . . . v v v o o v v e e 4.2 5.0
21 - North Valley . . . « v v v v v v o o o & 2.3 0.6

T0TAl, METROPOLITAN DHOZNIX 2.8 0.9

T i =eoa Tiode - - el < 3 o - e
Source: Arizona Real Estate (Center, College cof Business, Arizona State

T e o - MY v - A J -— - -, L, L S =3 L e o oy
University. District designations arse copirighted by the Maricopa County

Housing Study Cammittee.



Camparison of Districts to Metro Area

A discussion of the single-family appreciation rate in each district
during 1981-87 follows. Camparisons are made to these metro area proportions:
25 percent of all hames appreciated at least 6.0 percent per year, 54 percent
appreciated between zero and 6.0 percent, and 21 percent depreciated. The
median overall rate was 2.4 per vear in 1987, and 2.8 percent per vear from
1981-87.

IN -~ North Scottsdale - Significantly higher appreciation prevailed,
particularly for new homes and mid-priced homes, which appreciated faster
than more-expensive homes. The higher rate, which has been generally
steady, is related to very few inexpensive homes in the area, as well as
a large proportion of new homes. The district had the third-highest
proportion (32 percent) of homes with an appreciation rate of at least
6 percent per year in 1987.

1S - South Scottscale - Average to slightly lower—-than-average appreciation in
all catecories. This Cistrict followed the Vallevwide patitern of
stable-to-slowing appreciation rates.

-

2 - Paradise Valley - RZppreciation was steady &t a rate slightlv higher than

the overall median, after falling from significantly higher-than-averace
levels in the eaxrly 1980s. New homes performed enceptionally well,

second only to Sun City West and tied with North Scotisdale. The

-

preportion of hames appreciating at least 6 percent per vear dropped o

— e

27 percent in 1887, down from 34 parcent cuxring 1981-8¢€.

Y o . -~ « < - T o S - ey ekl =
3 North Sumnyslope/Moon Valley - Lower-than-average agpreciation was
measured, TAdUGn LT wWas near a\’erage in a Tracticzl sense. lne lower
rate was raEvtimilaviv maiceshlae Sm ReoRovomed med memec rda meven RaA
Iate was Mo vl Y iVl LTL/T il -.‘_‘g.'.‘:-u—~r__'\'v\4 nu'.‘l;._.— . hrm i S TO i
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slightly more homes depreciating, and samewhat fewer homes appreciating
more than 6 percent than the entire metro area.

Northwest Phoenix - Lower appreciation was measured, due primarily

to subpar rates in the lower price ranges. However, high-priced homes
appreciated slightly faster than their metro counterparts. The overall
rate has slowed over time.

Metrocenter - This district was one of three with rates less than 2
percent per year fram 1981-87; the low rate was related to significantly
lower sales prices and to few new properties. This area had the second
smallest proportion of homes appreciating at least 6 percent per vear.
Sun City/Youngtown/Peoria - Low-priced homes had higher rates than any
other district, and resale homes appreciated faster than average.
However, appreciation in this area has been falling since 1984. Only Sun
City West's rate was higher fram 1981-86, but the district fell to 12th
place in 1987, just slightly above the metro median. This drop brought

the area's 1981-87 rate down to a three-way tie for Zifth place, still

K

wigher than the Valley median. The proporticn of homes with hich

.
H

1

appreciation has decreased significantlv, while the vroportion
dafa ] - = fa

depreciating has bessn rising.

I S Crmndy o7 Aur S 3 - R, T =44 T3 e amd e 4
Clenczle - cTeady SLOWINg Nas CYCDoet arrreCliatlon L Thls CLstXict To

3 T o~ -~ “ - =% ~ ~ R 5 .- N -
Delow norm. Sales prices in the arsa are slightly lower than the

. RENET M - i— - - - - 3 - - R | =
ian, but the appreciztion rete was significantly lower than

The median only on hich-priced homes. In 1987, onlv 15 percent of the

nomes In this area aporeciated mere than § percent per vear, down Ircm 24
percent In 15B1-86.

Christowm - This district was fied Zor the sscond lowest appreciation
rate Irom 19B1-87, though the rate remained stealy until 1887, The aresz
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has few new or expensive hames, contributing to its low overall rate.
Inexpensive homes and resale homes appreciated only slightly slower than
the metro area. Considerably more homes depreciated than appreciated at
least 6 percent between 1981 and 1987.

North Central Phoenix - Slightly higher appreciation was measured,
related to significantly higher sales prices. The area had very few new
or inexpensive hames, and had the fourth highest proportion of homes
appreciating at least 6 percent in 1987. During 1981-87, 30 percent of
the hames in this area appreciated 6 percent or more.

East Camelback - Slightly higher appreciation was experienced, although
the proporticn of haomes appreciating at least 6 percent per year fell
slightly. The higher-than-average rates are more impressive after

considering the almost entirely mid-priced, resale camposition of the

area.

)]

Zast Central Pnoenix - The small number of sales in this district
resulted in erratic year-to-vear rates, but the rate Iram 1981-87 was
average. ILower-priced hames in this area did relatively well.

Mid-town Phoenix - Greater-than-average appreciation was measured, dus

e s s s . X e . . . R PO
CC higher rates in the middle price range. Over 34 parcent of the homes
= N 3 = b - S v jod . =~ S e = =0
aopreciated at least 6 percent auring 1881-87, thixrd highest cf 211
istricts. Conversions Irom residential to commercial lznd use Zrobably

S i cemd T AR 5 3 -
y EVeIrace arTlrellatTicn Drevealleld, Qestlle

- S e o T e - [ gt . =7 -+ 3 -
SignizicantTly l0weYy DpIrices. lNn1s zx¥ez CONSLSTS &aliostT soleLy (@)
S s 3 3 ==1s } g = S %o d Ty RA ——
OWw=-Driced reszale NOmEs. This Cistrict had a rels ClVelv nigh TXCDOoITION

= - I T P P T, faad
CIZ DCMEs WiITh CESDYeClatiCn Or Nigh aporeclation.
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13 - Maryvale - This district had the lowest appreciation rate in 1987 and
fram 1981-87, as well as the highest proportion (30 percent) of
depreciating properties. The low rate related to significantly lower

sales prices, as well as the fact that this district had the lowest rate
for new hames.

14 - Downtown/South Central Phoenix - The small size of the database precludes
most conclusions. The rate was erratic, but the overall rate from
1981~-87 approximated the median level. The area consists of lower-priced
resale homes, but the inexpensive homes appreciated faster than the
low-priced median, resulting in the average overall rate.

15 - South Phoenix/Ahwatukee - Homes in this district enjoyed significantly
higher appreciation, especially lower-priced homes and resale hames.

LVN

More than one-third of the homes appreciated at least 6 percent per year,

fourth highest in the Valley.
16N~ North Tempe - This district had average appreciation between 1881-87,
although rates were erratic vear-to-vear. The area is daminated by
id-priced resale homes, which apporeciated at the median rate.

Fas A e

168~ South Tempe - This district is an anomaly of significantly lower

(o0

ooreciation in all categories. The area has few low-priced homes an

[V

Iow rates resulted Zrcm the lowest proporiion
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(17 percent) of homes apeoreciating 6 percent Or more DEr ysar, even

though a lower-than-average proportion of homes depreciated.
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homes and new hames appreciated slightly faster than the metro median.

18 - East Mesa - Appreciation was significantly higher in this district (tied
for third from 1981-87). All price ranges, as well as resale homes,
appreciated faster than the norm. A large proportion of homes
appreciated at least 6 percent per vear, with an offsetting lower
proportion that depreciated. The higher rate, which has been nearly
steady since 1984, particularly affected the higher price ranges.
Retirement villages in this district probably create a positive impact on
appreciation.

19 = Chandler/Gilbert - Nearly steady, significantly hicgher appreciation was
measured overall, as well as in all price ranges and in resale homes.
This district had a relatively high proportion of homes appreciating at
least 6 percent per vear, and a corresponding low proportion of
properties depreciating.

20 - Western Suburbs - This district had low overall appreciation rates, due
primarily to the drop in 1987. Low-priced homes appreciated only 0.4
parcent per vear from 1981-87, and the area has few high-priced hames.

This district had the second-highest proportion (32 percent) of homes

—————
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r Valley - Lower prices led to significantly lower appreciaticn, for
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proportion of new homes. Only 9 percent of the homes depreciated, while
63 percent appreciated at least 6 percent per year. This is the only
district where the appreciation rate between 1981 and 1987 surpassed the

metropolitan Phoenix inflation rate.
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